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(7) Written procedures for deter-
mining the allowability of costs in ac-
cordance with subpart E of this part 
and the terms and conditions of the 
Federal award. 

§ 75.303 Internal controls. 
The non-Federal entity must: 
(a) Establish and maintain effective 

internal control over the Federal 
award that provides reasonable assur-
ance that the non-Federal entity is 
managing the Federal award in compli-
ance with Federal statutes, regula-
tions, and the terms and conditions of 
the Federal award. These internal con-
trols should be in compliance with 
guidance in ‘‘Standards for Internal 
Control in the Federal Government,’’ 
issued by the Comptroller General of 
the United States or the ‘‘Internal Con-
trol Integrated Framework,’’ issued by 
the Committee of Sponsoring Organiza-
tions of the Treadway Commission 
(COSO). 

(b) Comply with Federal statutes, 
regulations, and the terms and condi-
tions of the Federal awards. 

(c) Evaluate and monitor the non- 
Federal entity’s compliance with stat-
utes, regulations and the terms and 
conditions of Federal awards. 

(d) Take prompt action when in-
stances of noncompliance are identified 
including noncompliance identified in 
audit findings. 

(e) Take reasonable measures to safe-
guard protected personally identifiable 
information and other information the 
HHS awarding agency or pass-through 
entity designates as sensitive or the 
non-Federal entity considers sensitive 
consistent with applicable Federal, 
state, local, and tribal laws regarding 
privacy and obligations of confiden-
tiality. 

§ 75.304 Bonds. 
The HHS awarding agency may in-

clude a provision on bonding, insur-
ance, or both in the following cir-
cumstances: 

(a) Where the Federal Government 
guarantees or insures the repayment of 
money borrowed by the recipient, the 
HHS awarding agency, at its discre-
tion, may require adequate bonding 
and insurance if the bonding and insur-
ance requirements of the non-Federal 

entity are not deemed adequate to pro-
tect the interest of the Federal Govern-
ment. 

(b) The HHS awarding agency may 
require adequate fidelity bond coverage 
where the non-Federal entity lacks suf-
ficient coverage to protect the Federal 
Government’s interest. 

(c) Where bonds are required in the 
situations described above, the bonds 
must be obtained from companies hold-
ing certificates of authority as accept-
able sureties, as prescribed in 31 CFR 
part 223. 

§ 75.305 Payment. 
(a) For states, payments are gov-

erned by Treasury-State CMIA agree-
ments and default procedures codified 
at 31 CFR part 205 and TFM 4A–2000 
Overall Disbursing Rules for All Fed-
eral Agencies. 

(b) For non-Federal entities other 
than states, payments methods must 
minimize the time elapsing between 
the transfer of funds from the United 
States Treasury or the pass-through 
entity and the disbursement by the 
non-Federal entity whether the pay-
ment is made by electronic funds 
transfer, or issuance or redemption of 
checks, warrants, or payment by other 
means. See also § 75.302(b)(6). Except as 
noted elsewhere in this part, HHS 
awarding agencies must require recipi-
ents to use only OMB-approved stand-
ard governmentwide information col-
lection requests to request payment. 

(1) The non-Federal entity must be 
paid in advance, provided it maintains 
or demonstrates the willingness to 
maintain both written procedures that 
minimize the time elapsing between 
the transfer of funds and disbursement 
by the non-Federal entity, and finan-
cial management systems that meet 
the standards for fund control and ac-
countability as established in this part. 
Advance payments to a non-Federal en-
tity must be limited to the minimum 
amounts needed and be timed to be in 
accordance with the actual, immediate 
cash requirements of the non-Federal 
entity in carrying out the purpose of 
the approved program or project. The 
timing and amount of advance pay-
ments must be as close as is adminis-
tratively feasible to the actual dis-
bursements by the non-Federal entity 
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